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European Satellite Gross National

Product, 1955-1975%

A.  Summery

The projections of Furopean Satellite GNP to 1975, presented in Table 1,
indicate an increase of nearly 200 percent. Expressed in 1955 dollars, it
is estimated that the European Satellite GNP will be nearly 200 billion
dollars in 1975. This represents an average annual rate of growth between
5 and 6 percent, somewhat below the annual rate of growth estimated for
these countries during the period 1950-1955. The projected rate of growth
to 1975 implies a more than doubling of per caplta GNP,

A review of the sectors originating the national product reveals widely
different growth rates among the sectors of the econony. The greates™ rate
of growth is estimated for industry which is projected to increase L4 times
or more in the 20 year period. Agriculture, on the other hand, is expected
to continue to be of concern to the Satellite governments increasing by only
25 percent from 1955 to 1975. Services, reflecting the growth of population,
the expansion of socialization, and the increase in educational and medical
services is expected to increase by about 80 percent.

The economic expansion projected to take place for the Satellites in
total is not expected to be distributed equally over all =mzmber countries.
GNP is estimated to grow more rapidly in Poland, Rumania, and Bulgaria
(Group I countries) than in Czechoslovakia, Fast CGermany, and Hungary
(Group IT countries). Industry in the Group I countries is projected to
grow much more rapidly than in the Group II countries so that by 1975 the
differential between the two groups of countries will be substantially
narrowed. Agriculture, also, is expected to grow more rapidly in the
Group I countries, thus increasing the differential between the two sets
of countries. Responding primarily to the more rapid population growth
expected in the Group I countries, the Services sector is rrojected to grow
much more rapidly in these countries than in the Group II countries.

B. Methodology

These projections of economic growth are based vpon limited evidence asz
to historical trends and future policy goals. Prewar experience is of little
use for postwar projections because of the basic change in economic and
political imstitutions, boundary changes, and the effects of the depresgion
of the 1930's. The postwar period is strongly affected by reconstruction
and by the {transition to Communism. In certain respects; the European
Satellites are still in a period of transition--i.e., only about 30 percent
of agricultural land has becn collectivized--and will be in a transition
period for some time to come.

*  Excluding Albania,
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TABLE 1

Gross National Product of European Satellites,

1955-1975%

A, Billion 1955 Dollars

Bectors of Origin 1955 1960 1965 QZQ _3_27‘5
Agriculture 3.4 ak.s 15.3 15.9 16.8
Industry 32,3 47.8 66.2- 70.7 89.1-103.4 119.8-147.3
Services 1l 16.7 19.2- 20.0 22.2- 23.4 25.8- 27.5

Total 60.1  79.0 10C.7-106.0 127.2-1k2.7 162.4-191.6

B. Indexes (1850 = 100)

Sectors ~of Origin

Agriculture 100 108 114 119 125

Industry 100 148 205-219 276-320 371-L456

Services 100 116 133-139 155-163 179-191
Total 100 131 168-176 212-238 270-319

i/ Ixcluding Albania
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TABLE 2

Gross National Product of Group I Countrieské/

Sectors of Origig 1955

Billion 1955 Dollars?/

1955-1975

Agriculture 9.1
Industry 12.9
Services 6.0

Total 28.0

Sectors of Origin

Agriculture 109
Industry 100
Services 100

Total 100

1960 1965
9.9 10.5

19.2 28.0.31.0
7.7 9.4-10.3
36.8 L7.5-51.8

Indexes (1950 = 100)

10¢
1h9
128

132

116
217-243
157-171

170-185

a/ Includes Bulgaria, Poland, and Bumania,.

1970

11.2
39.0-43.0
11.3-12.4h

61.5-71.6

123
302-372
188.-207

200-256

2.
L,

252~
13.3-

=3 o

N

80.3-99.2

130
Lo8-56L
22120l

287-35

E/ Tables 2 and 3 will not add to produce the number in Table 1 because

of rounding.
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TABLE 3

Gross National Product of Group II Countriesyﬁ/

1955-1975

A. Billion 1955 Dollsrs?/

Sectors of Origin 1955 1960 1965 1970 1975
Agriculture h,.3 4.6 b7 h.8 4,9
Industry 19.4 28.5 38.2-39.7 5C.0-55.,5 6L . 6-Th.5
Services 8.4 9.1 9.7 10.8-11.0 12.5-12.8

Total 32,1 ho.2 52.6-5L,1 65.5.71.3 82.0-92.2
B Indexes (1959 = 100)

Sectors of Origin
Agriculture 100 107 109 111 11k
Industry 100 17 197205 258..266 333-38L
Services 100 106 116 128-131 149-152

Total 100 131 164-148 20k~ 202 255287

E/ Includes Czechoslovakia, Zast Germany, and Hungary

E/ Tables 2 and 3 will not add to produce the numbers in Table 1 because
of' rounding.
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Other areas of uncertainty are the political future of Rast Germany,
the degree to which policies emphasizing investment at the expense of con-
sumption can be maintained in view of the proximity of the West and the
pest attachments of some of the Satellites to the West, the degree of econ-
omic integration of the Bloc, and the future development of Satellite trade
with the Wes<t.

1. Basic Assumptions

The following assumptions were considered necessary for the purposes
of the projection:

a) All countries pregsently classified as European Satellites
(Albania*, Bulgaria, Czechoslovakia, Hungery, Poland, Rumania and East
Germany) will remain Satellites during the 1955-75 period.

b) There will be no change in international boundaries.

¢) There will be no increase in international tensions. Military
forces will not be increased, although military expenditures will rise with
the greater complexity of armaments.

d) The primary goal of economic policy in =2rch Satellite will be
to stimulate economic growth. Corollaries of such a policy are:

hY . . . . .
L; Investment will, in general, be given priority over conswmup-
tion and will grow faster than consumption.

2) Industry and related occupations will, in general, have
priority over agriculture in absorbing increments to the labor force.

e) The collectivization program in agriculture will continue and
most of agricultural land will have been collectivized by 1975.

£) The Satellite cconomies will become more integrated than in the
past. This will occur through increases in intra-RBloc trade, integrated
planning oif investment, and some capital movement between countries. Tach
country will, however, continue the development of its own basic industries.

g) The Satellites will increase trade with non-Bloc countries, but
the Bloe as a whole will remein largely sclf-gsufficicent in times of emergency.

2. General Methodology

Within the framework of the foregoing assumptions the following
methodology was employed:

* Albania was excluded from this projection.
p)
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a) The total labor Torce was projected.

b) Output and product per worker in agriculture were projected.
The agricultural labor force reguired to produce this output was then derived.

c) The labor force in Services was projectaed and when coupled with
the estimated increases in the output per worker results in an estimate of
the Services sector output.

d) The labor force projection for the "Industrial" sector (including
indugtry proper, construction, transportation and communication) vas derived
as a residual and applied to the projected output per worker in the "Indus~
trial' sector to obtain an estimate of "Industrial' cutput.

e) (ross National Product was computed by summing the projected
ovtputs of the Agricultural "Industrial' and Services sectors. The result
is presented in the form of a range reflecting alternative assumptions
regarding the growth of output per worker in the agricultvral and non-
agricultural sectors.

Agriculture was projected separately from the rest of the
economy because of special problems of agricultural production; the great
discrepancy between output per worker in agricultural and non-agricultural
sectors, and the fact that, at least the basic requirements for agricultural
products can be related to determinable factors such as population growth.

Projections were made for two groups of countries rather than
for each Satellite. Group I (Poland, Bulgaria, and RBumania) is a group of
relatively underdeveloped countries with more than 50 percent of the popula-
tion engaged in agricultural activities and a relatively rapidly growing
population. Poland is the dominate member of this group and resembles the
USSR more than any other Satellite in economic structure. All the Group I
countries are located near the USSR and have no land boundaries with the
West.

Group II (Czechoslovakia, East Germany and Hungary) is made up
of relatively developed countries with a smaller share of the labor force
engaged in agriculture (25 to LO percent) and a more slowly growing popula-
tion. Czechoslovakia and East Germany have long lané boundaries with the
West, and, in the past had a cultural and economic orientation towards the
West.

C. gappr Fcrce
1. Population

Estimates of total population and labor force in 1955, 1960, 1965,
1970 and 1975 are shown in Table k., In preparing these estimates 1t was

6
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TABIE L

Populaticn and Tebor Force of the Erropean
P 8

Satellites 1955-1975

A, Poprlation (Millirns)

1655 1050 165 170 1975
Grovp I Countries?/ 52,28 56,72 51,38 26,03 TL.15
Grovp II Countriesd/ 40,28 h1.36  he,s5 L3, 50 Wi, 75
Total ©3.16 95,33 103.¢k 109,65  115.91
B. Population (Index, 1¢55 = 100)
Growp T Countries®, 100 103.5  117.4 5.3 136.1
Group II Countriesh/ 100 101.9  104.1 106.7 109.5
Total 100 105.6  111.6 117.7 12k,
C. ZLebor Force (Millions)
Grous I Countries®/ 20,50 30.52 32,58 34,50 35,79
Grovp IT CountriesD 19.21 1c.hh 19,34 19.50 15,70
Total W7.71 L4e,36 51,9 54,10 55,4
D. Labor Force (Index, 1955 = 100)
Grovp I Covntriesd/ 100 107.1 11h.3 121k 120,1
Group IT Countriesk/ 100 101.2 100.7 101.5 102.6
Tohal 100 10h.7  108.3 113.4 118.4

2,/ Includes Bulgaria, Pcland, and Rvmania

A

b/ Includes Czechoslo rakia, East Germany and Hunpgary. BEast Germany is
assumed to experience a net emmizration of 100,000 persons a year.

Approved For Release 1999/09/21 : CIA-RDP79T01149A000500170007-7
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T BLE 5

Apricultural and Non- .ricelicral Labor

Force of the Burcpean Satvellites, 1v55-1975

Ao fgriculvural Labor Force (M+ lions)

1855 1350 196 00 2215
Grova I Counurlesa/ 17.68 l/ 0. 17.50-15.25 17.33-15.03 15.97- lﬁéﬁ
Grh1n TT Countries? 5.3% 3/ .23~ 5.07 5.le- M'JO 5-0L- .53

oial 23.07  23.07 22.73-21.33 22.45.19,33 21.05-17,50

B,  Agriculitural Lapgy_ﬁggpqmﬂlndex 1855 = 100)

Group I Countries a/ 100 100 39-02  $L-35 05T
Group IT Covntriesd/ 100 100 G-k 0500 G 3=l
Total 100 100 0l-02 Q7= 5 G520

C. Non-Agricnltural Lobor Force (Millions)

Groop I Covntries T/ 10050 12,0k 15,00-15,32 17.27-10.57 190.02-22. 2
Grevn IT Coo ntriesd/ 12.32 1h,05 1b.1i-1k.27 1k, 301470 1k, 50.15,17

\

Total 2h,6h 26,9 26,19-30.57 31.55-34.27 34.51-37.99

D. Nen-fgrienltural Lobor Ferce £;poex 1050 - 100)

Group T Countriesﬂ/ 100 115 132-151 150-151 183-211
Grovp II Countries? 1.00 102 102-103 104-105  105-110
Total 100 10 113-12h  127.13: 1L0-154

a/ Bee footnote a/ Table k.

E/ See Tootnote E/ Table k.

ei———
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TABIE 6

Industrial and Services Labor Force of the

Evropean Satellites, 1955-1975

A, Ser-ices Lebor Force (Millicus)

1855 1520 1065 1970 1575
Grovp I Covntriesd 3,50 ho20  L.7-5.1 5.1-5.5 5,k.5,0
Grovp II Countriesb/ k.1l 3,57 3.5 3.9-k.o biieh2
Total 7.75 .07 TL540,0 0 ©,0-9,5 ©.5.10.2

B. Services Labor Force (Index) 12555100)

Group I Countriesaé 100 115 105-140  1h0-15h 314105
Grown IT CO’-:ntrj'.esE/ 100 Cly o5 “he 7 100-102
Tobal 100 104 111-125 118-10h 122-132

C. Indusiwisl Lebov Force (Millions)

Grovp I Co:.m_tries;@,-l 715 SeGh 10041102 12,021k 0 1k, he1508
Grovp II Covntries® CLTL 10,28 10.2-10.k 10.5-10.7 10.5- ll.O
Tobal 15,20 10,02 20.5-01.6 22,7-2h.7 25,0-27.8
D. Ind striel Lobor Force (Index, 10552100)
Grovo T Countrtes&/ 100 120 1k5-156 170-1°5 200-234
Grovy II Couatries? / 100 105 105-107 107-11C 10¢-113
Total 100 111 122-123  13h.145  14i-15h

2/ See Tootnote 2 Table k.

/ a . ; / .
b/ See feotnote b/ Table k.

0

cm————
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assumed that net emigration from Rast Germany would continue at the rate of
100,000 persons a year. The population of the Group I countries is shown
as increasing 36 percent during the 1955-75 period, and that of Group II
countries by almost 10 percent. It will be noted that the population 15-6k
increases more slowly than total population reflecting the war losses, the
low birth rates during the war years, and East German emigration.

2. Employment

During the 1948-55 period Satellite employment grew somewhat more
rapidly than the population 15-64. Unemployed and marginally employed labor
were drawn into the industrial labor force; more women were brought into the
labor force; older persons were forced to work on farms in the absence of
the younger people who had moved to the cities. By 1953, however, the
supply of excess labor appears to have been nearly exhausted. Future
increases in employment will probably have to come from natural increments
to the population of employable. ZIncreased school earollments and continued
migration to urban areas where the rate of dependence is higher will tend
to reduce the participation of the population in the labor force. A more
rapid growth in the number of meles than of females of employable age and
energetic efforts to increase the participation of women in the labor force
are likely to be offsetting factors.

Tt was assumed for the purposes of this projection that the percent
participation of the population 15-64 in the labor force will be the same
in 1975 as in 1955. This permits the determination of +the rercent partici-
pation of the total population in the labor force in 1975. Labor force
estimates for the intervening years, 1960,1965, and 1970, were obtained by
interpolating between 1955 and 1975 the rate at which the total ropulation
participates in the labor force. This procedure results in a small increase
in the participation rate of the population 15-64 to 1965 end a gradual
decline thereafter. As is indicated in Table 4, the total Satellite labor
force is projected to increase by 18 percent, but the labor Tforce of the
Group I countries is expected to increase 29 percent.

D. Agriculture

The aims of the Satellite governments in the field of agriculture are
likely to be:

1 To increase agricultural production.
2) To free agricultural labor for use elsewhere.
3 To complete the collectivizgation program.

Estimates of agricultural production for 1960 arc based primarily upon
stated goals for the individual Satellites adjusted for anticipated short

10
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falls. TFor the period 1960 to 1975 it was assumed that agricultural produc-
tion would grow at the same rate as population in the Satellites as a whole,
but twice as fast in the Group I countries as in the Group II dountries.

Output per worker in agriculture was assumed to rise by 1.5 to 2.5 per-
cent per year in Group I countries and 1 to 1.5 percent per year in Group II
countries. These trends arc not inconsistent with the limited historical
data available, or with experience in the USSR.

The agricultural labor force of the Satellites implied by these assump-
tions will decline from 23 million in 1955 to 18.5-22 million in 1975. In
the Group I countries the decline is between b and 20 percent and in the
Group IT countries between 7 and 16 percent.

These projections imply a large increase in agricultural investment of
both the labor-saving variety, and the yield-increasing variety. Failure
to increase the share of investment directed to agriculture will seriously
weaken the ability of the Satellite countries to increase output and shift
labor from agriculture to industry.

E. Bervices and Trade

The estimate of the growth of the Services sector (including Trade )
reflects both the increase in the labor force of +this sector and the increase
in the productivity of that labor force. For the period 1055 to 1960 the
increase in the Services labor force was estimated from the planned goals
- of the Satellite economies. In addition, it was assumed that the output
per worker in this sector would rise at a rate 2 to 3 percent per year.

From 1960 to 1975 it was assumed that the labor force in Services would
grow at an average annuval rate of approximately 2 percent in the Group I
countries, and in the case of Group II countries, to recover the 1955 level
by 1975. This implies a total Services sector labor force of 9.5 to 10.2
million persons in 1975, an increase of between 22 and 32 percent over 1955.

Labor productivity in the Services sector was assumed to grow at an
average annual rate of 2 percent for both groups of countries. As a result,
“the output of the Services sector was projected to increase between 120 to
14 percent in Group I countries and approximately 50 percent in Group IT
countries.

F. Industry

The 1960 plan goals were generally accepted for the purposes of esti-
mating output of the Industry sector (including industry proper, construction,
transportation and communications) for that year. Short falls in agricul-
tural production and the inclusion of home brocessing tended to reduce this
index slightly. The growth of labor productivity implied by this procedure

11
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was compared with that calculated for the 1950-55 period. There were no
substantial changes in the rate of growth of labor productivity in Poland,
or Hungary. In the case of Czechoslovakia there was an increase in the
rate of growth, while a decline in the rate of growth was experienced in
Bast Germany.

The Industrial sector labor force was derived as a residual for the years
1965, 1970 and 1975. This procedure implies an incrcase of 48-6h percent in
the Industrial labor force of the Satellites from 1955 to 1975. In the case
of Group I countries the increase was 100-134 percent, while in Group II
countries it was only between 10 and 13 perecent.

Average annual increases in the output per worker were assumed to con-
form with the following pattern:

Group I Countries

1961-65 Lh-k.5 percent per year

1966-70 3.5-4.5 percent per year

1970-75 3.5-4.5 percent per year
Group II Countries

1961-65 6.0-6.5 percent per year

1966-T70 5.0-6.0 percent per year

1970-75 5.0~5.5 percent per year

Regarding the discrepancy in the assumed rates of increase in output per
worker between the two sets of countries, it was felt that the growth of
output per worker in industry will be greater in those countries having
smaller increments to the industrial labor force (Group II) than in those
countries where the labor force is growing rapidly. This rests upon the
assumption that the former countries will have a greater possibility of

- increasing capital stock per worker, and presumably, therzfore, output per
worker.

The growth of the Industrial labor force, in conjunction with the
rising productivity of labor, projects an increase of 270 to 350 percent
in the Industrial sector output during the period 1955-1975 for the
Satellite countries. The increase in the Group I countries is well above
the range, while the increase in the Group II countries falls well below.

G. Evaluation of Results

The rate of growth of Satellite GNP, an annual average between 5 and 6
percent, is certainly bilased in an upward direction as a result of the price

12
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base upon which the projection rests. For the most part, 1948 prices are
incorporated into the basic data. The use of these prices for a group of
economies undergoing such rapld growth seriously restricts the usefulness
of this estimate for intertemporal and international comparison. Changing
price relations, a product of growth itself, will undoubtedly have a
decelerating effect upon the calculated rate of growth. Moreover, when
compared with growth of more balanced economies, it is likely that changing

(=]
price relations in the Satellites will exert a relatively greater decclera-

ting influence.

13
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